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3511 Coolidge Road

Suite 100

East Lansing, M 48823

(517} 351-6836
FAX: (517) 351-6837

INDEPENDENT AUDITOR'S REPORT

Members of the Township Board
Williams Charter Township
Auburn, Michigan

We have audited the accompanying financial statements of the governmental activities, each governmental
major fund, and the aggregate remaining fund information of Williams Charter Township, Michigan as of and for
the year ended December 31, 2007, which with the financial statements of the business-type activities and
proprietary major funds collectively comprise the Township’s basic financial statements as listed in the Table of
Contents. These financial statements are the responsibility of the Township's management. Our responsibility
is to express opinions on these financial statements based on our audit. We did not audit the financial
statements of Wiliams Charter Township’s business-type activities or proprietary funds. Those financial
statements were audited by other auditors whose report thereon has been furnished to us and our opinion, insofar
as it relates to the amounts included for business-type aclivities and proprietary funds, is based on the report of
other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as weil as evaluating
the overall financia! statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of Williams Charter
Township, Michigan as of December 31, 2007, and the respective changes in financial position and cash flows,
where, applicabte, thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

The management’s discussion and analysis and budgetary comparison information, as identified in the Table of
Contents, are not a required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We and the other auditors have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

East Lansing = Rochester Hills = St. Johns
-j-



Cur audit was made for the purpose of forming opinions on the financial statements that collectively comprise
Williams Charter Township's basic financial statements. The General Fund schedule of revenues and
expenditures - construction code and schedule of governmental capital assets listed in the Table of Contents
under other supplementary information is presented for purposes of additional analysis and is not a required
part of the financial statements of Williams Charter Township, Michigan. Such informaticn has been subjected
to the auditing procedures applied by us in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Osmoban~ <, JAollbyrsn B

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

May 16, 2008



Williams Charter Township
MANAGEMENT'S DISCUSSION AND ANALYSIS

December 31, 2007

Financial Reporting

The discussion and analysis of the Township's financial performance provides an overview of the Township’s
financial aciivities for the fiscal year ended December 31, 2007. Please read it in conjunction with the
Township's financial statements.

Financial Highlights

As discussed in further detail in this analysis, the following represents the most significant financial issues for
the year ended December 31, 2007:

» State shared revenue, the Township's second largest revenue source in the General Fund, essentially
remained level at $310,325 in 2007. This amount is $59,658 less than was received in 2001.
According to the U.S. Department of Labor's Bureau of Labor Statistics, the purchasing power of
$310,325 in 2007 is the same as $265,062 in 2001 dollars. Therefore even though decreases previously
seen in state shared revenues have leveled off, the purchasing power of these dollars is substantially
reduced. Previous decreases in this major source of revenue appears to have leveled off as the State
of Michigan tackled the State’s structural budget deficiencies by replacing the old Single Business Tax
with the Michigan Business Tax and increasing the State’s income Tax rate.

e The Township continues the practice of appropriating funding from the township’s 4.4 mili tax levy
toward public safety, local road improvement projects, and waterline extension projects. These
appropriations included $275,000 to fund local road improvement projects and $175,000 to fund
improving and extending the township’s municipal waterline system.

e Total fund balances related to the Township’s governmental funds increased by $69,962. Included in
the total increase in governmental fund balance is the decrease in General Fund fund balance of
$106,930.

e The decrease in General Fund fund balance is due to the Township’s decision to fully fund road
improvement projects as programmed in the township's five year Road Improvement Plan. The
Township expended $274,901 for Special Road Projects in 2007, about the same amount as in 20086,
and an increase of $125,622 over 2005 expenditures. The Township Board has decreased the amount
appropriated for Special Road Projects in 2008 to preserve a responsible fund balance.

Using this Annual Report

This discussion and analysis are intended to serve as an introduction to Willams Charter Township’s basic
financial statements. The Township's basic financial statements comprise three components: 1) government-
wide financial statements, 2) fund financial statements, and 3} notes to the financial statements. This report
also contains other supplementary information, in addition to the basic financial statements themselves.

Government-wide Financial Statements. The statement of net assets and the statement of activities provide
information about the activities of Williams Charter Township as a whole and present a longer-term view of the
Township’s finances. This longer-term view uses the accrual basis of accounting so that it can measure the
cost of providing services during the current year, and whether the taxpayers have funded the full cost of
providing government services.

Both of the government-wide financial statements distinguish functions of the Township that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities).



Williams Charter Township
MANAGEMENT'S DISCUSSION AND ANALYSIS

December 31, 2007

Fund Financial Statements. The fund financial statements present a short-term view; they tell us how the
taxpayers’ resources were spent during the year, as well as how much is available for future spending. Fund
financial statements alsc report the operations of Wiliams Charter Township in more detail than the
government-wide financial statements by providing information about the Township’s most significant funds.
The fiduciary fund statements provide financial information about activities for which Williams Charter Township
acts solely as a trustee or agent for the benefit of those outside the government.

Governmental Funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government's near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities.

Williams Charter Township maintains five (5) individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General Fund, Garbage Collection Fund, Sewer Connection
Fund, and Waterline Construction Fund, which are considered to be major funds. Data for the Building and Site
Fund is reported as the nonmajor governmental fund.

The Township adopts an annual appropriated budget for its General Fund and Special Revenue Funds. A
budgetary comparison statement has been provided for the General Fund and Garbage Collection Fund to
demonstrate compliance with their budgets.

Proprietary Funds. Williams Charter Township maintains two (2) proprietary funds. Enterprise Funds are used
to report the same functions presented as business-type activities in the government-wide financial statements.
The Township uses Enterprise Funds to account for its sewer system and water system activity.

Fiduciary Funds. Fiduciary Funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary Funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the Township's own programs.

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 13-23 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report also

presents certain required supplementary information, such as this MD&A and the General Fund and Garbage
Collection Fund budgetary comparison schedules.

-V -



Williams Charter Township
MANAGEMENT’S DISCUSSION AND ANALYSIS

December 31, 2007

The Township as a Whole

The following table shows, in a condensed format, a comparative analysis of the net assets as of December 31,
2007, and December 31, 2006.

Government Business-type Total
Activities Activities Government
2007 2006 2007 2006 2007 2006
Assets
Current and Other
Assets $ 2,754,264 $ 2,711,171 § 1,438,562 § 1,312,343 § 4,192,826 § 4,023,514
Capital Assets 1,904,875 1,987 820 4,855,900 5,078,680 6.760.775 7,066,500
Total Assets 4,659,139 4,698,991 6,294,462 6,391,023 10,953,601 11,090,014
Liabilities
Current Liabilities 1,276,396 1,310,846 551,988 413,907 1,828,384 1,724,753
Noncurrent Liabilities 269.735 300,528 583,319 943,787 853,054 1,244,315
Total Liabilities 1,546,131 1,611,374 1,135,307 1,357,604 2,681,438 2,969,068
Net Assets
Invested capital
assets, net of
related debt 1,604,347 1,604,517 3,937,110 3,809,660 5,541,457 5414177
Restricted - - 22,000 22,000 22,000 22,000
Unrestricted 1.508.661 1,483,100 1,200,045 1,201.669 2.708.706 2,684,769

Total Net Assets $3.113.008 $3.087617 §$ 5159155 § 5033320 § 8272163 § 8120946

Net assets may serve over time as a useful indicator of a government's financial position. Williams Charter
Township's assets exceeded liabilities by $8,272,163 as of December 31, 2007. The most significant portion of
the Township’s net assets (over 66 percent) reflects its investment in capital assets (e.g., land, buildings,
equipment}, less any related debt used to acquire those assets that are still outstanding. The Township used
these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the Township’s investment in capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.

An additional portion of the Township’s net assets (less than 1 percent) represent resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net assets $2,708,706
may be used to meet the Township’s ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the Township is able to report positive balances in all three categories of
net assets, both for the government as a whole, as well as for its separate governmental and business-type
activities. The Township’s net assets increased by $151,217 during the current year as indicated on the
following page.



Williams Charter Township

MANAGEMENT'S DISCUSSION AND ANALYSIS

December 31, 2007

Governmental Business-type
Activities Activities Totals
2007 2006 2007 2006 2007 2006
Revenue
Program Revenue
Charges for Service $ 603,693 $ 748900 $ 902,138 § 853,774 $1,505,831 $1,602,674
Operating grants &
contributions 3,890 - - - 3,890 -0-
Capital grants & contributions - 13,584 - - - 13,584
General Revenue
Property Taxes 785,395 766,275 - - 785,395 766,275
State Shared Revenue 310,325 309,208 - - 310,325 309,208
Investment Eamings 114,414 118,221 62,389 57,187 176,803 175,408
Miscellaneous 4,754 20,001 - - 4,754 20,001
Transfers { 139,013) { 158.371) 139,013 158,371 -0- -0-
Total Revenue 1,683,558 1,817,818 1,103,540 1,069,332 2,786,998 2,887,150
Program Expenses
General Govemment 482 894 484,695 - - 482,894 484,695
Public Safety 399,026 394,498 - - 399,026 394,498
Public Works 647,322 708,453 - - 647,322 708,453
Community & Economic Dev. 71,297 75,196 - - 71,297 75,196
Recreation & Culture 39,825 40,034 - - 39,825 40,034
Sewer System - - 326,787 356,558 326,787 356,558
Water System - - 650,927 579,467 650,927 579,467
Interest on Long Term Debt 17.703 19,930 - - 17,703 19,930
Total Procgram Expenses 1.658.067 1,722.806 677,714 936.025 2,635,781 2,658,831
Change in Net Assets $ 25301 § 95012 § 125826 § 133307 § 151217 §$ 228319

Governmental Activities

Governmental activities increased the Township's net assets by $25,391 during fiscal year 2007. Key elements
of this increase are as follows:

The Township's governmental activities’ revenues totaled $1,683,558. When compared to the previous year,
Township's total revenue for governmental activities decreased $134,260. This decrease was primarily refated
to the decrease in building permits and Planning Commission fees within the Township.

The Township incurred expenses of $1,658,067 during 2007, a decrease of approximately 4% from 2006. The
majority of these expenses are associated with providing general government services, public safety, and public
works including road improvement projects. The cost of road improvement projects continues to increase
tremendously due to increased material costs.

Business-type Activities

Business-type activities increased the Township’s net assets by $125,826 during fiscal year 2007. The majority
of the revenue of the business-type activities is generated through user charges.

-y -



Williams Charter Township
MANAGEMENT'S DISCUSSION AND ANALYSIS

Decemnber 31, 2007

The Township’s Funds

Governmental Funds. The analysis of the Township’s major funds begins on page 3, following the
government-wide financial statements. The fund financial statements provide detailed information about the
most significant funds, not Williams Charter Township as a whole. Williams Charter Township's Board of
Trustees creates funds to help manage money for specific purposes. The Township's major governmental fund
for the fiscal year ended December 31, 2007, was the General Fund. The General Fund pays for most of the
Township's governmental services. The most significant service provided during the fiscal year was for public
safety, which incurred expenditures of $399,026 for the fiscal year. Public Safety services include the
Township’s share of the Auburn Williams Fire Department and two contracted deputies through the Bay County
Sheriff Department that are supported entirely from the General Fund with no additional special millage.

Proprietary Funds. The Township's proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net assets of the Sewer System and the Water System at the end of the year amounted to
$460,193 and $739,852, respectively. The Township Board continues to improve and expand the Water
System as initially set forth for a period of 20 years in 1988. 2008 is the final year remaining under this Water
System expansion and improvement program.

General Fund Budgetary Highlights

Cver the course of the fiscal year, the Township Board made necessary budget adjustments to fund
unanticipated expenditures during the year. Budget amendment increases were made to cover unanticipated
costs in the General Fund.

Capital Asset and Debt Administration

Capital Assets. At the end of the fiscal year, the Township had approximately $6,760,775 invested in a broad
range of governmental and business-type capital assets, including buildings, land, equipment, and utilities. In
addition, the Township has made certain investments in roads and drains within Witliams Charter Township.
These assets are not reported in Williams Charter Township's financial statements as capital assets because
under Michigan law these roads and drains are the property of the Bay County Road and Drain Commissions,
respectively.

Long-term Debt. The Township incurred additional long-term debt during 2007 in the amount of $267,610 for
road improvement projects.

Current Economic Factors

Previous decreases in Revenue Sharing appear to have leveled off as the State of Michigan tackled the State's
structural budget deficiencies by replacing the old Single Business Tax with the Michigan Business Tax and
increasing the State’s Income Tax rate. However, the state's sales tax revenues, the source for constitutional
Revenue Sharing, continue to lag behind projections due to the current economic climate in Michigan and could
further reduce Revenue Sharing payments to the township. Should constitutional Revenue Sharing be reduced
further, Williams Charter Township would experience a loss of revenue which would necessitate a
corresponding reduction of services or increase in local taxes to offset reductions in Revenue Sharing.

Contacting the Township’'s Management

This financial report is intended to provide our citizens, taxpayers, customers, and investors with a general
overview of the Township’s finances and demonstrate the Township's accountability for the money it receives. If
you have questions about this report or need additional information, we welcome you to contact the Township
Clerk at the Township Hall.

- vii -
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Williams Charter Township

STATEMENT OF NET ASSETS

December 31, 2007

ASSETS
Current assets
Cash and cash eguivalents
Restricted cash
Receivables
Due from other governmental units
Prepaids

Total current assets

Noncurrent assets
Capital assets not being depreciated
Capital assets, net

Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current liabilities

Accounts payable
Accrued liabilities
Accrued interest payable
Deposits payable
Deferred revenue
Current portion of compensated absences
Current portion of long-term debt

Total current liabilities
Noncurrent liabilities
Compensated absences
Noncurrent portion of long-term debt
Total noncurrent liabilities
TOTAL LIABILITIES
NET ASSETS
Invested in capitat assets, net of related debt
Restricted

Unrestricted

TOTAL NET ASSETS

See accompanying notes to financial statements.

Governmental  Business-type
Activities Activities Total

$ 1,652,160 $ 1,328,437 $ 2,981,597
10,319 - 10,319
965,262 102,130 1,067,392
107,937 - 107,937
18,586 6,995 25,581
2,754,264 1,438,562 4,192,826
120,071 1,232 121,303
1,784,804 4,854,668 6,639,472
1,904,875 4,855,500 6,760,775
4,659,139 6,294,462 10,953,601
3777 194,571 231,748
3,281 394 3,675
12,603 6,726 19,329
10,804 - 10,804
1,136,149 - 1,136,149
- 3,233 3,233
76,382 347,064 423,446
1,276,396 551,988 1,828,384
- 18,319 18,319
269,735 565,000 834,735
269,735 583,319 853,054
1,546,131 1,135,307 2,681,438
1,604,347 3,937,110 5,541,457
- 22,000 22,000
1,508,661 1,200,045 2,708,706
$ 3,113,008 $ 5,159,155 $ 8,272,163
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Williams Charter Township
GOVERNMENTAL FUNDS BALANCE SHEET

December 31, 2007

Special
Revenue Debt
Sewer
(General (Garbage Connection
ASSETS
Cash and cash equivalents $ 603,682 $ 101,701 $ 540,800
Restricted cash 10,319 - -
Receivables
Accounts 10,883 179,227 8,667
Taxes 695,779 - -
Special asssessments - - 4,880
Due from other governmental units 107,036 - -
Prepaids 18,586 - -
TOTAL ASSETS $ 1,446,285 $ 280,928 $ 554,347
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable 3 17,660 $ 18,254 5 -
Accrued payroll 3,006 - -
Deposits payable 10,804 - -
Deferred revenue 832,596 223,330 6,450
TOTAL LIABILITIES 864,156 241,584 6,450
FUND BALANCES
Designated for debt service - - 547,897
Undesignated, reported in:
General fund 582,129 - -
Special revenue funds - 39,344 -
TOTAL FUND BALANCES 582,129 39,344 547,897
TOTAL LIABILITIES AND
FUND BALANCES $ 1,446,285 $ 280,928 $ 554,347

See accompanying notes to financial statements.



Service

Nonmaijor Total

Waterline Governmental Governmental
Construction Fund Funds
$ 393,328 3 12,649 $ 1,652,160
- - 10,319

5,778 - 204,555

- - 695,779

60,048 - 64,928

- a1 107,937

- - 18,586

$ 459,154 % 13,550 $ 2,754,264
$ - $ 1,263 $ 37,177
- 185 3,281

- - 10,804

73,773 - 1,136,149
73,773 1,448 1,187,411
385,381 - 933,278

- - 582,129

- 12,102 51,446

385,381 12,102 1,566,853

$ 459,154 $ 13,550 $ 2,754,264




Williams Charter Township

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

December 31, 2007

Total fund balance - governmental funds $ 1,566,853
Amounts reported for the governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported as assets in the governmental funds.

The cost of capital assets is $ 2,753127
Accumulated depreciation is (848,252)
Capital assets, net 1,904,875

Long-term liabilities are not due and payable in the current period and
therefore are not reported in the Governmental Funds Balance Sheet.
Long-term liabilities at year-end consist of:

Installment agreements 346,117
Accrued interest payable 12,603
(358,720)
Net assets of governmental activities $ 3,113,008

See accompanying notes to financial statements.



Williams Charter Township

Governmental Funds

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

Year Ended December 31, 2007

REVENUES
Taxes
Licenses and permits
Intergovernmental
Charges for services
Interest and rents
Other

TOTAL REVENUES

EXPENDITURES

Current
General government
Public safety
Public works
Community and economic development
Recreation and cultural
Other

Debt service

Capital outlay

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SQURCES (USES)
Installment agreement
Transfers in
Transfers out
TOTAL OTHER FINANCING SOURCES (USES)
NET CHANGE IN FUND BALANCES

Fund batances, beginning of year

Fund balances, end of year

See accompanying notes to financial statements.

Special
Revenue Debt
Garbage Sewer
(General Collection Connection

$ 868,066 % - $ -
95,502 - -
310,325 - -

19,768 217,977 41,111

71,156 5,636 32,471
22,325 211 -
1,387,142 223,824 73,682
298,390 - -
399,026 - -
349,875 219,040 -
31,512 - -
33,054 - -
168,438 - -
274,901 - -
21,486 - -
1,576,682 219,040 -0-
{189,540) 4,784 73,582
267,610 - -
{185,000) - {79,088)
82,610 -0- (79,088)
{106,930} 4,784 (5,506)
689,059 34,560 553,403

$ 582,129 b 39,344 $ 547,897




Service

Nonmajor Total
Waterline Governmental  Governmental
Construction Fund Funds

$ - $ - $ 868,066
- - 95,502

- - 310,325

99,717 1,549 380,122
16,308 20,348 145,919

- - 22,536

116,025 21,897 1,822,470

- 32,135 330,525

- - 399,026

- - 568,915

- - 31,512

- - 33,054

- - 168,438

47,508 - 322,499

5,650 - 27,136

53,248 32,135 1,881,105
62,777 {10,238) (58,635)

- - 267,610

175,000 10,000 185,000
{59,925) - {324,013)
115,075 10,000 128,597
177,852 {238) 69,962

207,529 12,340 1,496,891

$ 385,381 $ 12,102 $ 1,566,853




Williams Charter Township

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended December 31, 2007

Net change in fund balances - total governmental funds $ 69,962
Amounts reported for governmental activities in the statement of activities are different because:

In the statement of activities, the cost of capital assets is allocated over their estimated
useful lives as depreciation expense. In the current period, these amounts are:

Depreciation {82,945)

Repayment of long-term debt and borrowing of long-term debt is reported as expenditures and
other financing sources in governmental funds, but the repayment reduces long-term

liabilities and the borrowings increase long-term liabilities in the statement of net assets.

In the current year, these amounts consist of:

Additional installment agreement (267.610)
Principal retirement on installment purchase agreements 304,796
37,186
Some items reported in the statement of aclivities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds. These
activities consist of:
Decrease in accrued interest payable 1,188
Change in net assets of governmental activities 3 25,391

See accompanying notes to financial statements.



Williams Charter Township

Proprietary Funds

STATEMENT OF NET ASSETS

December 31, 2007

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable - net of allowance
Interest receivable
Prepaids

Total current assets

Noncurrent assets
Capital assets not being depreciated
Capital assets, net of accumulated depreciation

Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current liabilities
Accounts payable
Accrued payroll
Accrued interest payable
Current portion of compensated absences
Current portion of long-term debt

Total current liabilities
Noncurrent liabilities
Compensated absences
Noncurrent portion of long-term debt
Total noncurrent liabilities
TOTAL LIABILITIES
NET ASSETS
Invested in capital assets, net of related debt
Restricted

Unrestricted

TOTAL NET ASSETS

See accompanying notes to financial statements.

Total
Proprietary

Sewer Water Funds
3 420,452 $ 908,985 $ 1,329,437
35,613 55,641 91,254
4,023 6,853 10,876
2,199 4,796 6,995
462,287 976,275 1,438,562
- 1,232 1,232
2,781,366 2,073,302 4,854,668
2,781,366 2,074,534 4,855,900
3,243,653 3,050,809 6,294,462
1,979 192,592 194,571
115 279 394
2,279 4,447 6,726
- 3,233 3,233
252,064 95,000 347,064
256,437 295,551 551,988
- 18,319 18,319
- 565,000 565,000
-0- 583,319 583,319
256,437 878,870 1,135,307
2,527,023 1,410,087 3,937,110
- 22,000 22,000
460,193 739,852 1,200,045
$ 2,087,216 $ 2171939 $ 5,159,155




Williams Charter Township

Proprietary Funds

STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN FUND NET ASSETS

Year Ended December 31, 2007

Gross service charges
Water costs

GROSS PROFIT

OPERATING REVENUES
Service connections
Charges, fees, etc.

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Personal services
Utitities
Regional charges
Operations and maintenance
Administration
Fiscal and other charges
Depreciation

TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)
NONOPERATING REVENUES (EXPENSES)
Interest revenue

Interest expense

TOTAL NONOPERATING
REVENUES (EXPENSES)

QTHER FINANCING SOURCES
Transfers in

CHANGE IN NET ASSETS

Net assets, beginning of year

Net assets, end of year

See accompanying notes to financial statements.
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Total
Proprietary
Sewer Water Funds

$ 322,642 $ 554,689 $ 877,331
- (305,584) {305,584)

322,642 249,105 571,747

- 14,845 14,845

9,362 600 9,962

9,362 15,445 24,807

28,132 111,782 139,914

2,133 11,075 13,208

146,966 - 146,966

8,545 37.647 46,192

7,376 28,186 35,562

640 10,739 11,379

114,479 108,301 222,780

308,271 307,730 616,001
23,733 (43,180) (19,447)

21,428 40,961 62,389
(18,5186) {37,613) {56,129)

2,912 3,348 6,260

79,088 59,925 139,013

105,733 20,093 125,826

2,881,483 2,151,846 5,033,329

$ 2,987,216 $ 2,171,939 $ 5,159,155




Wiliams Charter Township
Proprietary Funds
STATEMENT OF CASH FLOWS

Year Ended December 31, 2007

Total
Proprietary
Sewer Walter Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts from customers 3 335,805 $ 565,144 $ 900,949
Cash paid to suppliers {164,931) (261,543) {428,474)
Cash paid to employees for services {28,070) (115,751) {143,821)
Cther operating income 9,362 15,445 24,807
NET CASH PRGVIDED BY
OPERATING ACTIVITIES 152,166 203,295 355,461
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Interest paid (20,795) (38,500) {59,295)
Transfers in 79,088 59,925 139,013
Payments of borrowing (252,064) (95,000) (347,064)
NET CASH (USED) BY CAPITAL AND
RELATED FINANCING ACTIVITIES (193,771) (73,575) (267,348)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest revenue 21,334 40,725 62,059
NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS DURING YEAR (20,271) 170,445 150,174
Cash and cash equivalents, beginning of year 440,723 738,540 1,179,263
Cash and cash equivalents, end of year $ 420,452 $ 908,985 $ 1,329,437
Reconciliation of operating income (loss) to net cash
provided by operating activities
Operating income {loss) 23,733 (43,180) (19,447)
Adjustments to reconcile operating income (loss)
to net cash provided by operating activities
Depreciation 114,479 108,301 222,780
Decrease in receivables 13,163 10,455 23,618
Decrease in prepaids 357 310 667
Increase in accounts payable - 131,378 131,378
Increase {decrease) in accrued liabilities 434 (3,969) {3,5635)
NET CASH PRCGVIDED BY
OPERATING ACTIVITIES $ 152,166 $ 203,295 $ 355,461

See accompanying notes to financial statements.
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Williams Charter Township
Fiduciary Funds
STATEMENT OF NET ASSETS

December 31, 2007

Current Tax
Collections
ASSETS
Cash and cash equivalents 3 9,352
LIABILITIES
Due to other governmental units $ 9,352

See accompanying notes to financial statements.
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Williams Charter Township, Michigan was organized as a Township under provisions of the constitution and
general law of the State of Michigan. The Township was organized in 1855 and covers an area of approximately
34.5 square miles. The Township operates under an elected Board of Officials (7 members} and provides a
variety of services to its approximately 4,500 residents, including law enforcement, community enrichment and
development, and human services.

1. Reporting Entity

As required by accounting principles generally accepted in the United States of America; GASB Statement 14, The
Financial Reporting Entity (as amended by GASB Statement 39}, and Statement on Michigan Governmental
Accaounting and Auditing No. 5, these financial statements present the financial activities of Williams Charter
Township {primary government}. The Township has no activities that would be classified as component units.

The inclusion of the activities of various agencies is based on the manifestation of oversight criteria, relying on
such guidelines as the selection of the governing authority, the designation of management, the ability to exert
significant influence on operations, and the accountability for fiscal matters. The accountability for fiscal matters
considers the possession of the budgetary authority, the responsibility for surplus or deficit, the controlling of fiscal
management, and the revenue characteristics, whether a levy or a charge. Consideration fs also given to the
scope of public service. The scope of public service considers whether the activity is for the benefit of the reporting
entity and/or its residents and is within the geographic boundaries of the reporting entity and generally available to
its citizens.

Based upon the application of these criteria, the financial statements of Williams Charter Township contain all the
funds controlled by the Township Board.

These statements also include the water and sewer systems managed by the Bay County Department of Water
and Sewer on behalf of the Township. GASB Statement No. 34 requires this activity to be reported in the
Township’s annual financial statements. The Township has sole authority to set rates and is financially
responsible for the integrity of the system. The financial statements reflect the financial position and result of the
operations for the calendar year 2007.

2. Jointly Governed Organizations

Williams Charter Township and the City of Auburn jointly govern the Auburn-Williams Fire Protection District. The
funding formula requires that Willams Township provide 70% and the City of Auburn provide 30% of the
operational and building costs. The Auburn-Williams Fire District has title to all property, plant and equipment. All
of the financial operations of the Fire Protection District are recorded in the Auburn-Wiliams Fire Protection
District.

The Township's appropriation to the Auburn-Williams Fire Protection District for the year ending December 31,
2007 was $143,500.

3. Basis of Presentation
GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of net assets and the statement of activities (the government-wide statements) present information
for the primary government as a whole. All nonfiduciary activities of the primary government are inciuded (i.e.,
fiduciary fund activities are not included in the government-wide statements). For the most part, interfund activity
has been eliminated in the preparation of these statements. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-type activities, which
rely to a significant extent on fees and charges for support.

-13-



Williams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

3. Basis of Presentation - continued

GOVERNMENT-WIDE FINANCIAL STATEMENTS - CONTINUED

The statement of activities presents the direct functional expenses of the primary government and the program
revenues that support them. Direct expenses are specifically associated with a service, program, or department
and are therefore clearly identifiable to a particular function. Program reverues are associated with specific
functions and include charges to recipients of goods or services and grants and contributions that are restricted to
meeting the operational or capital requirements of that function. Revenues that are not required to be presented
as program revenues are general revenues. This includes all taxes, interest, and unrestricted State revenue
sharing payments and other general revenues and shows how governmental functions are either self-financing or
supported by general revenues.

FUND FINANCIAL STATEMENTS

The fund financial statements present the Township's individual major funds and aggregated nonmajor funds.
Separale financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Major individual governmental
funds and the major individual enterprise fund are reported as separate columns in the fund financial statements.

The major funds of the Township are:

a. The General Fund is the Township's primary operating fund. It accounts for all financial resources of the
general government except for those that are required to be accounted for in another fund.

b. The Garbage Collection Fund is a special revenue fund that is used to record the activity of the Township’s
garbage collection activities.

c. The Sewer Connection Fund is a debt service fund used to account for the accumulated resources for, and the
payment of, general long-term principal, interest and related costs for the sewer system.

d. The Waterline Construction Fund is a debt service fund used to account for the accumulated resources for,
and the payment of, general long-term principal, interest and related costs for the waterline construction.

e. The Sewer Fund accounts for the activities of providing sewer services to the public. These activities are
managed by the Bay County Department of Water and Sewer on behalf of the Township.

f. The Water Fund accounts for the activities of providing water services to the public. These activities are
managed by the Bay County Department of Water and Sewer on behaif of the Township.

4. Measurement Focus

The government-wide, proprietary, and fiduciary financial statements are presented using the economic resources
measurement focus, similar to that used by business enterprises or not-for-profit organizations. Because another
measurement focus is used in the governmental fund financial statements, reconciliations to the government-wide
statements are provided that explain the differences in detail.

All governmental funds are presented using the current financial resources measurement focus. With this
measurement focus, only current assets and current liabilities generally are included on the balance sheet.
Operating statements of these funds present increases (i.e., revenues and other financing sources) and decreases
{i.e., expenditures and other financing uses) in net current assets.

There is no measurement focus for Agency Funds since assets equal liabilities.
14 -



Wiliams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

5. Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of the measurements made regardless of the
measurement focus applied.

All governmental and agency funds are accounted for using the modified accrual basis of accounting. Under this
methed, revenues are recognized when they become susceptible to accrual {(when they become both
‘measurable” and “available to finance expenditures of the current period”). The length of time used for "available”
for purposes of revenue recognition in the governmental fund financial statements is 60 days. Revenues which are
considered measurable, but not available, are recorded as a receivable and deferred revenue. Revenues are
generally considered available when they are received in cash (unless legally restricted to some future period) or
when earned and expected to be collected soon enough after year-end to pay liabilities of the current period.
Significant revenues susceptible to accrual include certain intergovernmental revenues and charges for services.
Most licenses and permits, fines and forfeits, and miscellaneous revenue sources generally are recorded as
revenues when received in cash because they are not measurable until actually received.

Expenditures are generally recognized under the modified accrual basis of accounting when the related fund
liability is incurred, except for interest on long-term debt which is recorded when due.

The proprietary funds are accounted for using the accrual basis of accounting. The revenues are recognized when
they are earned, and the expenses are recognized when they are incurred.

Private-sector standards of accounting and financial reporting issued to December 1, 1989, generally are followed
in both the government-wide and proprietary fund financial statements to the extent that those standards do not
conflict with or contradict guidance of the Governmental Accounting Standards Board. Governments also have the
option of following subsequent private-sector guidance for their business-type activities and enterprise funds,
subject to this same limitation. The Township has elected not to follow subsequent private-sector guidance.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund's principal ongoing operations. The principal operating revenues of the Enterprise Funds are
charges to customers for sales and services. Operating expenses for enterprise funds include the costs of sales
and services, administrative expenses, and other costs of running the activity. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses. Ifiwhen both restricted and
unrestricted resources are available for use, it is the Township’s policy to use restricted resources first, then
unrestricted resources as they are needed.

6. Budgets and Budgetary Accounting

The General and major Special Revenue Fund budgets shown as required supplementary information was
prepared on a basis not substantially different than the basis used to reflect actual results.

The Township employs the following procedures in establishing the budgetary data reflected in the financial
statements:

a. Prior to September 1, the Supervisor submits a proposed operating budget for the fiscal year commencing the
following January 1 to the Township Board. The operating budget includes proposed expenditures and the
means of financing them. The budgets are legally adopted at the activity level for the General Fund and the
fund level for the Special Revenue Funds.

b. Two public hearings are conducted at township board meetings prior to the October 31 budget adoption to
obtain taxpayer comments.
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

6. Budgets and Budgetary Accounting - continued

¢. Prior to November 1, the budget is adopted through passage of a Board resolution pursuant to the uniform
Budgeting and Accounting Act (P.A. 621 of 1978). The Act requires that the budget be amended prior to the
end of the fiscal year when necessary to adjust appropriations if it appears that revenues and other financing
sources will be less than anticipated or so that that expenditures will not be in excess of original estimates.
Expenditures shall not be made or incurred, unless authorized in the budget, or in excess of the amount
appropriated. Any expenditure in violation of the budgeting act is disclosed as an unfavorable variance on the
statements of revenue, expenditures and changes in fund balances - bhudget and actual - general and special
revenue funds.

d. The Supervisor is authorized to transfer budgeted amounts between line items within an activity; however, the
Township Board must approve any revisions that alter the total expenditures of any activity.

e. Formal budgetary integration is employed as a management control devise during the year.

f. Budgeted amounts are reported as originally adopted or amended by the Township Board during the year.

7. Cash and Cash Equivalents

Cash and cash equivalents consist of checking, savings, and money market accounts and certificates of deposit
with an original maturity of less than 90 days from the date of purchase. The cash and cash equivalents are
recorded at cost, which approximates market value.

8. Receivables

Receivables consist of amounts due from various individuals and businesses related to charges for services,
amounts owed to the Township from special assessments, and taxes levied that have not been collected.

9. Property Tax

Williams Charter Township bills and collects its own property taxes and the tax levy for other governmental units.
The Township's property tax revenue recognition policy and refated tax calendar disclosures are as follows:

Property taxes are levied twice per year. A summer tax is levied on July 1, and a winter tax is levied on December
1. The tax levies are due September 15 and February 29, respectively. All taxes not paid by their due dates are
deemed delinquent. Delinquent real property taxes are turned over to the Bay County Treasurer on March 1 of the
year following the levy. The Bay County Treasurer remits payment to all taxing units on all delinquent real property
taxes. Delinquent personal property taxes are retained by the Township for subsequent collection.

The Township's property tax is levied each December 1 on the taxable valuation of property located in the
Township as of the preceding December 31. Although the Township's 2007 tax is levied and collectible on
December 1, 2007, it is the Township's policy to recognize revenues from the current tax levy in the subsequent
year when the proceeds of the levy are budgeted and made available for the financing of Township operations.

The Township is permitted to levy up to $4.6136 per $1,000 of taxable valuation for general governmental service
and additional amounts for special and debt services. For the year ended December 31, 2007, the Township
levied 4.400 mills for general governmental services. The total taxable value for the 2006 levy for the property
within the Township was $175,237,769.
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

10. Capital Assets

Capital assets include land, land improvements, buildings and improvements, furniture and equipment,
infrastructure, and water and sewer lines and are recorded (net of accumulated depreciation, if applicable) in the
government-wide financial statements under the governmental and business-type activities columns. Capital
assets are those with an initial individual cost of $5,000 or more and an estimated useful life of more than one
year. Capital assets are not recorded in the governmental funds. Instead, capital acquisition and construction are
reflected as expenditures in governmental funds, and the related assets are reported in the government-wide
financial statements. All purchased capital assets are valued at cost where historical records are available and at
an estimated historical cost where no historical records exist. Donated capital assets are valued at their estimated
fair market value on the date received.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized. Depreciation is computed using the straight-line method over the following useful lives:

Land improvements 15 years
Buildings and improvements 15 - 40 years
Infrastructure 40 years
Furniture and equipment 5-7 years
Water and sewer lines 40 - 50 years

11. Accrued Interest Payable

Accrued interest is presented for long-term obligations in the government-wide financial statements.
12. Deferred Revenue

Deferred revenue consists of property taxes for which there is an enforceable claim as of December 31, 2007, but
which are levied to finance year 2008 operations. Governmental funds repert deferred revenues in connection
with receivables for revenue that is not considered available to liquidate liabilities of the current period.
Gavernmental funds also defer revenue recognition in connection with resources that have been received but not
yet earned. Government-wide and proprietary financial statements report deferred revenues that are unavailable
to liquidate liabilities at the current period.

13. Long-Term Obligations

Long-term debt and other long-term obligations are recognized as a liability in the government-wide financial
statements and proprietary fund types when incurred. The portion of those liabilities expected to be paid within the
next year is a current liability with the remaining amounts shown as noncurrent.

Long-term debt is recogrized as a liability of a governmental fund when due or when resources have been
accumulated for payment early in the following year. For other long-term obligations, enly that portion expected to
be financed fram expendable available financial resources is reported as a fund liability of a governmental fund.

14. Interfund Transactions

During the course of normal cperations the Township has numerous transactions between funds, including
expenditures and transfers of resources to provide services, censtruct assets, and service debt. The
accompanying financial statements generally reflect such transactions as operating transfers. Transfers between
governmental or proprietary funds are netted as part of the reconciliation to the government-wide financial
statements.
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

14. Interfund Transactions - continued

The General Fund records administrative charges to various funds as revenue. All funds record these payments
as operating expenditures/expenses.

15. Comparative Data

Comparative data for the prior year has not been presented in all funds in the accompanying financial statements
since their inclusion would make the financial statements unduly complex and difficult to read.

NOTE B: CASH AND CASH EQUIVALENTS

In accordance with Michigan Compiled Laws, the Township is authorized to invest in the following investment
vehicles:;

a. Bonds, securities, and other cbligations of the United States or any agency or instrumentality of the United
States.

b. Certificates of deposit, savings accounts, depesit accounts, or depository receipts of a State or nationally
chartered bank or a State or Federally chartered savings and loan asscciation, savings bank, or credit union
whose deposits are insured by an agency of the United States government and which maintains a principal
office or branch office located in this State under the laws of this State or the United States, but only if the
bank, savings and loan association, savings bank or credit union is eligible to be a depository of surplus funds
belonging to the State under Section 6 of 1855 PA 105, MCL 21.146.

c. Commercial paper rated at the time of purchase within the three (3) highest classifications established by not
less than two (2) standard rating services and which matures not more than 270 days after the date of
purchase.

d. The United States government or federal agency obligations repurchase agreements.
e. Bankers acceptances of United States banks.

f.  Mutuatl funds composed of investment vehicles which are legal for direct investment by local units of
government in Michigan.

Federal Deposit Insurance Corporation (FDIC) regulations provide that deposits of governmental units are to be
separately insured for the amount of $100,000 for deposits in an insured bank for savings deposits, and $100,000
for demand deposits. Furthermore, if specific deposits are regulated by statute or bond indenture, these specific
deposits are to be separately insured for the amount of $100,000. Michigan Compiled Laws allow for
collateralization of government deposits, if the assets for pledging are acceptable to the State Treasurer under
Section 3 of 1855 PA 105, MCL 21.143, to secure deposits of State surplus funds, securities issued by the federal
loan mortgage corporation, federal national mortgage association or government national mortgage association.

Deposits
There is a custodial credit risk as it related to deposits. In the case of deposits, this is the risk that in the event of a

bank failure, the Township's deposits may not be returned to it. As of December 31, 2007, the carrying amount of
the Township’s deposits was $1,671,731 and the bank balance was $1,932,133.

-18 -



Williams Charter Township
NOTES TO FINANCIAL STATEMENTS

December 31, 2007

NOTE B: CASH AND CASH EQUIVALENTS - CONTINUED

Deposits - continued

Deposits of the Township are at federally insured banks located in the State of Michigan with all accounts
maintained in the name of the Township. As of December 31, 2007, the Township accounts were insured by the
FDIC for $1,003,814 and the amount of $928,319 was uninsured and uncollateralized.

Due to significantly higher cash flow at certain periods during the year, the amount the Township held as cash and
cash equivalents increased significantly. As a result, the amount of the uninsured and uncollateralized cash and
cash equivalents were substantially higher at these peak periods than at year-end.

Credit Risk

State law limits investments in certain types of investments to a prime or better rating issued by nationally
recognized statistical rating organizations {NRSRO’s). As of December 31, 2007, the Township did not have any

investments that would be subject to rating.

Interest Rate Risk

The Township will minimize interest rate risk, which is the risk that the market value of securities in the portfolio will
fall due to changes in market interest rates, by structuring the investment portfolio so that securities mature to meet
cash requirements for ongoing operations, thereby avoiding the need to sell securities in the open market and
investing operating funds primarily in shorter-term securities, liquid asset funds, money market mutual funds, or
similar investment pools and limiting the average maturity in accordance with the Township’s cash requirements.

Concentration of Credit Risk
The Township will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the
Township’s investment in a single issuer, by diversifying the investment portfolic so that the impact of potential

losses from any one type of security or issuer will be minimized.

Custodial Credit Risk

The Township will minimize custedial credit risk, which is the risk of loss due to the failure of the security issuer or
backer, by limiting investments to the types of securities authorized by the Board and pre-qualifying the financial
institutions, broker/dealers, intermediaries and advisors with which the Township will do business in accordance
with Board approved policy.

The cash caption on the basic financial statements includes $100 in imprest cash and $1,329,437 in cash that is
on deposit with the Bay County Water and Sewer Department. The cash on deposit with the Bay County Water
and Sewer Department is part of the Bay County Water and Sewer Department pooled cash and investments.
As aresult, the insured and uninsured amounts related to the Township cannot be determined.

NOTE C: INTERFUND TRANSFERS

Permanent reallocation of resources between funds of the reporting entity is classified as interfund transfers.

Transfers to Waterline Construction Fund from:

General Fund $ 175.000
Transfers to nonmajor governmental fund from:
General Fund $ 10,000
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NOTES TO FINANCIAL STATEMENTS

Williams Charter Township

December 31, 2007

NOTE C: INTERFUND TRANSFERS - CONTINUED

Transfers to Sewer Fund from:
Sewer Connection Fund

Transfer to Water Fund from:
Waterline Construction Fund

NOTE D: CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2007, was as follows:

Governmental activities

Capital assets not being depreciated
Land

Capital assets being depreciated
Infrastructure for sewer and waterline
Land improvements
Buildings
Building improvements
Equipment and furniture

Total capital assets
being depreciated

Less accumulated depreciation for:
Infrastructure for sewer and waterline
Land improvements
Buildings
Building improvements
Equipment and furniture

Total accumulated depreciation

Net capital assets
being depreciated

Net capital assets -
governmental activities

General government

Public works

Balance
Jan. 1, 2007 Additions
$ 120,071 3 -
1,605,086 -
225,446 -
496,742 -
95,067 -
210,715 -
2,633,056 -0-
( 140,046 ) ( 40,128)
( 191,483) ( 6,232 )
( 248,939) ( 12,419)
{ 32905) { 5,810 )
{ 153,934 ) { 18,356 )
{ 765307 ) { 82945
1,867,749 { 82945)

$ 1.987.820 $(_ 82,945 )

Depreciation expense was charged to the following governmental activities:

Total depreciation expense

-20 -

$ 79088
$ 50025
Balance
Deletions Dec. 31, 2007
5 - $ 120,071
- 1,605,086
- 225,446
- 496,742
- 95,067
- 210,715
-0- 2,633,056
- ( 180,174 )
- ( 197,715)
- ( 259,358 )
- { 38715)
- { 172290)
-0- { 848,252 )
-0- 1,784.804
$ 0 $ 1,904,875
$ 24,109
58,836
§ 82945



Williams Charter Township
NOTES TO FINANCIAL STATEMENTS

December 31, 2007

NOTE D: CAPITAL ASSETS - CONTINUED

Business-type activities

Balance Balance
Jan. 1, 2007 Additions Deletions Dec. 31, 2007
Capital assets not being depreciated
Land $ 1,232 $ - $ - $ 1,232
Capital assets being depreciated
Sewer system 5,561,478 - - 5,561,478
Water system 4,378,901 - - 4,379,901
Total capital assets
being depreciated 9,941,379 -0- -0- 9,941,379
Less accumulated depreciation for:
Sewer system (2,665,633 ) { 114,47%) - (2,780,112 )
Water system (2,188,298 ) { 108.301) - (2,306,599 )
Total accumulated depreciation {4,863,931 ) ( 222,780) -0- (5,086,711 )
Net capital assets
being depreciated 5,077,448 ( 222,780 ) -0- 4,854,668
Net capital assets -
business-type activities $ 5.078.680 § 222780) $___ -0 $ 4.855,900

NOTE E: LONG-TERM DEBT

The following is a summary of changes in long-term debt (including current portion) of the Township for the year
ended December 31, 2007:
- Amount
Balance Balance Due Within
Jan. 1, 2007  Additions Deletions Dec. 31, 2007 _One Year

Governmental activities
Bay County Road Commissicn

Road improvement projects 3 53,565 & 267610 $ 275586 % 45,589 § 45,589

Installment Purchase Agreement -
Underground waterline extension 329,738 - 29210 300,528 30.793
383,303 267,610 304,796 346,117 76,382

Business-type activities
Bay County water supply system 430,000 - 35,000 395,000 35,000
Water supply system extension 175,000 - 10,000 165,000 10,000
Bay County West Side Regional

Sewage Disposal System 504,128 - 252,064 252,064 252,064
Williams-Monitor Bond 150,000 - 50.000 100,000 50,000
1,259,128 -0- 347.064 912,064 347,064

$ 1642431 3 267610 $ 651,860 $ 1258181 § 423446
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS

December 31, 2007

NOTE E: LONG-TERM DEBT - CONTINUED

Significant details regarding outstanding long-term debt (including current portion} are presented below:

The Township has entered into a contract with the Bay County Road Commission to
provide for the maintenance and improvements to various roads in the Township.
Amounts are due through December 2008. $ 45,589

$500,000 Installment Purchase Agreement, due in annual installments of $47,598,
including interest, through April 1, 2015, payable annually, for underground waterline
extension. 300,528

$920,000 Bay County Water Supply System Bonds, Series 1978, dated May 1, 1978,
due in annual installments ranging from $35,000 to $40,000 through May 1, 2017, with
interest at 5.0 percent, payable semi-annually. 395,000

$305,000 1980 Bay County Water Supply System Revenue Bonds dated January 1,
1982, due in annual installments ranging from $10,000 to $20,000 through January 1,
2020, with interest at 5.0 percent, payable semi-annually. 165,000

$28,000,000 Bay County West Side Regional Sewage Disposal System Bonds
{Township share $4,411,120), dated November 1, 1978, Township share due in an
annual installment of $252,064 on May 1, 2008, with interest at 5.50 percent, payable
semi-annually. 252,064

$650,000 Limited Tax General Obligation Bay County Water Supply System Bonds,
Series 1990, dated May 1, 1990, due in annual installments of $50,000 on May 1,
2009, with interest of 7.30 percent, payable semi-annually. 100,000

§ 1.258,181

The annual requirements to pay the debt principal and interest outstanding for the bonds, contracts, and
instaliment purchase agreements are as follows:

Road Installment Water and
Commission Contract Purchase Agreement Sewer Bonds
Year Ending

December 31 Principal Interest Principal Interest Principal Interest
2008 $ 45589 & - % 30,793 % 16,805 $ 347064 $ 39,532
2009 - - 32,656 15,042 100,000 26,575
2010 - - 34,371 13,227 50,000 22,250
2011 - - 36,288 11,310 50,000 19,750
2012 - - 38,286 9,312 50,000 17,250
2012-2016 - - 128,234 14,560 270,000 44,500
2017-2021 - - - - 45000 2750

$ 45589 §  0- 5300528 $ 80256 $012064 § 174.607
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Willams Charter Township
NOTES TO FINANCIAL STATEMENTS

December 31, 2007

NOTE F: RETIREMENT PLAN

The Township has a single employer defined contribution pension plan administered by John Hancock, covering
substantially all full and part-time employees except volunteer firemen and seasonal employees. The Township
contributes 100% of the premiums for each participant at a rate of 15% of gross wages. Total payroll for the year
ending December 31, 2007, was approximately $312,781. The Township’s policy is to fund pension costs on an
annual basis. Employer contributions for the year were approximately $45,634. Benefits altributable to employer
contributions are 100% vested. The pension, as established, does not recognize prior service costs as it is based
exclusively on current compensation earned by participants.

NOTE G: RISK MANAGEMENT

The Township participates in a pool, the Michigan Municipal Workers' Compensation Fund, with other
municipalities for workers' compensation losses. The pool is organized under Public Act 317 of 1969, as
amended. In the event the pool's claims and expenses for a policy year exceed the total normal annual premiums
for said years, all members of the specific pool’s policy year may be subject to special assessment to make up the
deficiency. The Township has not been informed of any special assessments being required.

The Township also participates in a pool, the Michigan Township Participating Plan with other municipalities for
various risks of loss including employer's liability, errors and omissions, and property and casualty losses. The
pool is organized under Public Act 138 of 1982, as amended. In the event the pool's claims and expenses for a
policy year exceed the total normal annual premiums for said years, all members of the specific pool's policy year
may be subject to special assessment to make up the deficiency. The Township has not been informed of any
special assessments being required.

NOTE H: ECONOMIC DEPENDENCY

Approximately 33% of the property tax revenue is generated by property taxes levied on a single organization,
Dow Corning. Any reductions in this revenue could have a significant impact on the Williams Charter
Township's operations.

NOTE |: EXCESS OF EXPENDITURES OVER APPROPRIATIONS

In the bedy of the required supplementary information, the Township's budgeted expenditures in the General Fund
and Major Special Revenue Fund have been shown at the functional classification level. The Township’s
hudgeted expenditures for the nonmajor Special Revenue Fund are not required to be reported in the financial
statements. The approved budgets of the Township have been adopted at the activity level for the General Fund
and the total expenditure level for the Special Revenue Funds.

During the year ended December 31, 2007 the Township incurred expenditures in the General Fund in excess of
the amounts appropriated as follows:

Amounts Amounts
Appropriated Expended Variance
General Fund
Public Works
Department of Public Works $ 274,300 $ 349875 % 75,575
Other
Retirement 48,000 48,652 652

The variance noted in the public works function was caused by an audit adjustment after the end of the fiscal year.

-923-



REQUIRED SUPPLEMENTARY INFORMATION



Williams Charter Township
General Fund
BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
REVENUES
Taxes
Current property taxes $ 775,000 $ 775,000 $ 785,395 $ 10,395
Administration charges 80,900 80,900 82,539 1,639
Penalties and interest 1,000 1,000 132 {868)
Total taxes 856,900 856,900 868,066 11,166
Licenses and permits
Building and zoning permits 77,000 77,000 48,330 {28,670)
Charter cable fees 30,000 30,000 37,415 7,415
State liquor inspection 800 300 937 137
Fire pit permits 100 100 140 40
Right of way fees 8,000 8,000 8,680 680
Total licenses and permits 115,900 115,900 95,502 (20,398)
Intergovernmental
State shared revenue 310,000 310,000 310,325 325
Charges for services
Planning commission 3,000 3,000 2,125 {875)
Mobile home fees 1,000 1,000 1,012 12
Fire department custodial fees 1,500 1,500 975 {525)
Passport fees 3,000 3,000 9,060 6,060
Land division fee 500 500 800 300
Grave opening and lot sales 4,500 4,500 3,751 (749)
Bulk water sales 1,500 1,500 1,920 420
Other 150 150 125 (25)
Total charges for services 15,150 15,150 19,768 4,618
Interest and rents
Interest 30,000 30,000 63,806 33,808
Rental fees 7,800 7,800 7,350 {450)
Total interest and rents 37,800 37,800 71,156 33,356
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Williams Charter Township

General Fund

BUDGETARY COMPARISON SCHEDULE - CONTINUED

Year Ended December 31, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
REVENUES - CONTINUED
Other
Reimbursements $ 4500 % 4500 % 4244 % (256)
Subdivision retention 3,500 3,500 3,534 34
Donations - - 3,890 3,890
Street lighting assessments 10,600 10,600 10,657 57
Total other 18,600 18,600 22,325 3,725
TOTAL REVENUES 1,354,350 1,354,350 1,387,142 32,792
EXPENDITURES
General government
Township board 78,200 78,200 69,540 8,660
Supervisor 40,600 40,600 39,959 641
Clerk 59,600 59,600 57,164 2,436
Elections 4,000 4,000 2,868 1,132
Assessor 50,700 52,700 48,050 4,650
Treasurer 61,400 61,400 59,521 1,879
Board of Review 1,400 1,400 1,181 219
Cemetery 9,350 9,350 6,311 3,039
Building and grounds 3,000 3,000 2,896 104
Financial and tax administration 10,900 10,900 10,900 -0-
Total general government 319,150 321,150 298,390 22,760
Public safety
Pclice department 175,000 180,000 176,536 3,464
Fire department 147,600 147,600 145,805 1,795
Inspection department 94,450 94,450 76,685 17,765
Total public safety 417,050 422 050 399,026 23,024
Public works
Department of public works 297,300 274,300 349,875 (75,575)
Community and economic development
Building and zoning 7,450 7.450 3,345 4,105
Planning department 42,300 42,300 25,667 16,633
Other 3,500 3,500 2,500 1,000
Tetal community and
economic development 53,250 53,250 31,512 21,738
Recreation and cultural
Parks and recreation 34,600 34,600 33,054 1,546
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Williams Charter Township
General Fund
BUDGETARY COMPARISON SCHEDULE - CONTINUED

Year Ended December 31, 2007.

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
EXPENDITURES - CONTINUED
Other
Insurance and bonds $ 40,000 § 40,000 % 34539 % 5,461
Risk management 1,500 1,500 927 73
FICA expense 30,000 30,000 23,927 6,073
Dental insurance 8,500 8,500 7,096 1,404
Medical insurance 55,000 55,000 53,297 1,703
Retirement 48,000 48,000 418,652 (652)
Total other 183,000 183,000 168,438 14,562
Debt service 260,000 276,000 274,901 1,099
Capital outlay 105,000 105,000 21,486 83,514
TOTAL EXPENDITURES 1,669,350 1,669,350 1,576,682 92,668
EXCESS OF REVENUES
(UNDER) EXPENDITURES {315,000) (315,000} (189,540) 125,460
OTHER FINANCING SOURCES (USES)
Installment agreement - - 267,610 (267,610)
Transfers out {185,000) {185,000) (185,000) -0-
TOTAL OTHER FINANCING
SOURCES (USES) {185,000) {185,000) 82,610 (267,610)
NET CHANGE IN FUND BALANCE {500,000) {500,000} (106,930) (142,150)
Fund balance, beginning of year 689,059 689,059 689,059 -0-
Fund balance, end of year $ 189,059 3 189,059 $ 582129 § (142,150)
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Williams Charter Township
Garbage Collection Fund

BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual {Negative)
REVENUES
Charges for services $ 217,600 $ 217,600 $ 217,977 $ 377
Interest and rents 2,000 2,000 5,636 3,636
Other 100 100 211 111
TOTAL REVENUES 219,700 219,700 223,824 4,124
EXPENDITURES
Current
Public works 264,700 264,700 219,040 45,660
NET CHANGE IN FUND BALANCE {45,000) (45,000) 4,784 49,784
Fund balance, beginning of year 34,560 34,560 34,560 -0-
Fund balance (deficit), end of year $ (10,440) $ (10,440) § 39,344 $ 49,784
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Williams Charter Township
General Fund
SCHEDULE OF REVENUES AND EXPENDITURES - CONSTRUCTION CODE

Year Ended December 31, 2007

REVENUES
Licenses and permits
Building and zoning permits

EXPENDITURES
Public safety
Inspection department
Community and economic development
Building and zoning
Planning department

Total construction code expenditures

Excess of revenues (under) expenditures
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF THE FINANCIAL STATEMENTS

To the Board of Trustees
Williams Charter Township
Auburn, Michigan

We have audited the accompanying financial statements of the governmental activities, each governmental major
fund, and the aggregate remaining fund information of Williams Charter Township, Michigan as of and for the year
ended December 31, 2007, which with the financial statements of the business-type activities and proprietary
maijor funds collectively comprise the Township's basic financial statements, and have issued our report thereon
dated May 16, 2008. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America.

internal Control Over Financial Reporting

In planning and performing our audit, we considered Williams Charter Township's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Township's
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Township’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might
be significant deficiencies or material weaknesses. In addition, because of inherent limitations in internal control,
including the possibility of management override of controls, misstatements due to error or fraud may occur and
not be detected by such controls. However, as discussed below, we identified certain deficiencies in internal
control over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a contro! does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or a combination of control deficiencies, that adversely affects the
entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance with accounting
principles generally accepted in the United States of America such that there is more than a remote likelihood that
a misstatement of the entity's financial statements that is more than inconsequential will not be prevented or
detected by the entity's internal controls. We identified the following control deficiencies that we consider be
significant deficiencies in internal control over financial reporting:

PREPARATION OF FINANCIAL STATEMENTS

Michigan governments are required to prepare financial statements in accordance with generally accepied
accounting principles (GAAP). Responsibility for the financial statements of the Township rests with the
Township's’ management. The preparation of financial statemenis in accordance with GAAP requires internal
controls over both (1) recording, processing, and summarizing accounting data (i.e., maintaining internal
accounting records), and (2} reporting government-wide and fund financial statements, including the refated
note disclosures (i.e., external financial reporting).

East Lansing = Rochester Hilis = 5St. Johns



PREPARATION OF FINANCIAL STATEMENTS - CONTINUED

It has historically been common for many small to medium-sized governments to rely on the independent
auditors to assist in the preparation of the government-wide and fund financial statements, as well as the
related notes to the financial statements, as part of its external financial reporting process. As a result, a
government's ability to prepare financial statements in accordance with GAAP has typically been based, in
part, on its reliance on the independent auditors. By definition, independent auditors cannot be part of the
government’s internal controls.

The condition noted in the preceding paragraph exists at Wiliams Charter Township. The cause for this
condition is simply because it is more cosi effective to outsource the preparation of its annual financial
statements to the independent auditors than to incur the time and expense of having the employees and/or
management obtain the necessary training and expertise required to perform this task internally.

Statement on Auditing Standards No. 112 titled “Communicating Internal Control Related Matters Identified in
an Audit”, requires us to communicate when a client requires assistance in the preparation of financial
stalements and the related footnotes that are required in accerdance with accounting principles generally
accepted in the United States of America. We are communicating these circumstances as required by
professional standards; however, we do not see a need for any changes in the situation at this time.

A material weakness is a significant deficiency, or combinaticn of significant deficiencies, that results in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by
the entity’s internal contrel. We believe that the following deficiency constitutes a material weakness:

MATERIAL JOURNAL ENTRIES PROPOSED BY AUDITORS

Material journal entries were proposed by the auditors. These misstatements were not detected by the
Township's internal control over financial reporting. Statement on Auditing Standards No. 112 {SAS 112),
Communicating Internal Control Related Matters Identified in an Audit, emphasizes that management is
responsible for establishing, maintaining, and monitoring internal controls, and for the fair presentation in the
financia! statements of financial position, results of operations, and cash flows (when applicable), including
the notes to financial statements, in conformity with U.S. generally accepted accounting principles. The
auditor cannot be a part of internal controls.

Material journal entries for the adjustment of accounts receivable, and deferred revenue were proposed by the
auditors. These misstatements were not detected by the Township's internal control over financial reporting.

Through the identification of material journal entries that were not otherwise identified by management, the
auditors are effectively part of the Township's internal controls.

We recommend that the Township take steps to ensure that material journal entries are not necessary at the
time future audit analysis is performed.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Township's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of
our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed the following
instance of noncompliance:

BUDGETS

As noted in the financial statements, some of the activities and funds of the Township exceeded the amounts
appropriated. The variances noted were in the General Fund. The variance noted in the Public Works
functions was caused by an audit adjustment after the end of the fiscal year.

It was also noted that the Township budgeted for a deficit in the Garbage Fund. This was caused by the
Township budgeting for a beginning fund balance of $45,000, when after previous audit adjustments, their
beginning fund balance was actually $34,560.



BUDGETS - CONTINUED

Michigan Public Act 621 of 1978, as amended, provides that the Township adopt formal budgets for all
applicable General and Special Revenue Funds, and shall not incur expenditures in excess of the amounts

appropriated.  Also, the Public Act requires amendments to be performed prior to incurring additional
expenditures.

We recommend the Township monitor expenditures against adopted budgets and make appropriate budget
amendments as needed.

This report is intended solely for the information and use of management and Members of the Board of Trustees
of Williams Charter Township, others within the organization, and applicable departments of the State of
Michigan and is not intended to be and should not be used by anyone other than these specified parties.

Clorcbousr "‘. m%,?-c- .

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

May 16, 2008



